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remain intact in spite of the existence of this reflex action.
§ 4. So far we have had in mind a normal monetary and
banking system. If we suppose, instead of this, that the
stock of money is so controlled by or on behalf of the govern-
ment that the money rate of interest is held constant no
matter what happens, the situation will develop differently.
For now, when the money rate of wages is raised, an equi-
proportionate rise in the money wages bill is no longer incom-
patible with an unchanged rate of interest. Such a rise may
then be expected to take place. Consequently, real income,
and so employment, will be the same as before.1 The analysis
of the last paragraph has, therefore, in this case to be modified.
The tendency for money wage rates to move up to match
upward movements in the money wages bill no longer leads,
when an upward impulse is given to the wages bill, to it and
the money rate of wages both rising in. some equal finite
proportion. Rather, it leads — for now k in the series summed
in the last paragraph is not less than, but is equal to, unity—
to an unending upward procession, in divergent series, on the
part of both of them. In this jungle of infinities it is difficult
to move with confidence. In view, however, of the fact that
the several reactions are not instantaneous but are subject to
time-lags, I conclude, though confessedly with diffidence, that
the money wages bill in its upward flight will maintain its
initial lead over the pursuing money rate of wages.
§ 5. As regards fluctuating movements set up in the money
wages bill, the consequence for our analysis that follows when,
instead of the monetary and banking rates operating in a
normal manner, the rate of interest is held constant, are less
serious than they might seem to be at first sight. The reason
is that the reactions we have been describing do not work
themselves out at a single blow, but gradually over a number
of months or even years. In spite, therefore, of the fact
that in the conditions now supposed the offsetting effects of
expansions due to associated rises in the money rate of wages
are ultimately themselves offset by further expansions induced
1 It must be borne in mind that a policy under which the rate of interest
is held constant, while it thus prevents changes in wage rates from afiecting
employment as they do under a normal banking policy, does not prevent
changes in the demand function for investment from doing that. This
asymmetry is exhibited in detail in the mathematical appendices to my
Employment and Equilibrium.
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